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FOREWORD 


The Committee on Agriculture receives many inquiries concerning 
Government subisides in all fields, as well as requests for information 
relating to the cost of agricultural programs. The following review 
has been prepared by Francis M. LeMay, a member of the committee 
staff, and it is hoped that it will be found useful to Members of Con- 
gress and others interested in these subjects. 


Cuirrorp R. Hore, Chairman 
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GOVERNMENT SUBSIDY 
HISTORICAL REVIEW 


The subsidy is the oldest economic prim iple written in the laws of 
the United States. It has been used from time to time since the in- 
ception of this Government to influence the direction of economic 
development and to moderate the impact of the normal workings of 
supply and demand. The principle has been employed to promote 
science, the arts, research, and for other Government aims and pur- 
poses. 

When the First Congress convened in 1789 its first act was to devise 
a system for administering oaths. 

The next business was the enactment of a tariff bill. Significantly, 
this legislation set up the subsidy principle to encourage the develop- 
ment of an American merchant fleet. It stipulated that goods im- 
ported into the United States on American vessels should have a 10 
percent reduction in customs duties, and a tonnage tax also was im- 
posed in favor of American shipping 

Subsidies through the years have taken various forms, such as: 


Water carriers.—The Government granted 6,340,339 acres of publie 
lands to private interests, between 1827 and LS66, to encourage canal 
building and river improvement, in addition to rights-of-way grants. 


Moreover, the Government made other contributions by direct appro- 
priations, stock subscriptions, and loans to private canal companies. 

Railroads.—Approximately 183,000,000 acres of Federal and State 
lands were granted to railroads between 1850 and 1871 

Shipping and air carriers.—Many millions have been assigned by 
the Federal Government in ocean and airmail subsidies, to foster the 
development of transportation, as was the case in the special con- 
siderations for railroads and waterways. The first mail subsidy was 
paid in 1845, according to available records 

Many other millions have subsidized the building of ships on 
American ways. Just recently the — carried a report that the 
United States Government had paid in subsidy approximately $40 
million on the superliner United States, a private luxury ship that plies 
between the United States and Europe. The total cost of the liner 
was given at $76,800,000. 

Any study of the subsidy principle and its history and place in the 
Nation’s economy is confused by definition. Nearly everyone who 
looks into the subject has his own concept of what constitutes a 
subsidy. 

Some contend the tariff is a subsidy, since it involves Government 
action that enables protected industries to charge more for their 
goods. Moreover, some consider that accelerated tax amortization 
for defense plants subsidizes the owners of these plants, that sale of 
Federal surplus property at a loss is a subsidy to the purchasers and 
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_ GOVERNMENT SUBSIDY HISTORICAL REVIEW 


that the postal deficit on second class mail is a subsidy to business 
Others confine their definition to direct Government payments or 
remission of charges and to supplying commodities or services at less 
than cost or market price 

Currently the subsidy principle is thrust into public attention yy 
the arguments over farm price-support legislation. This has brought 
about a wide demand for figures comparing subsidies received by 
agriculture, industry and business, and labor. 

In any discussion of subsidies one of the most commonly quoted 
sources is the Bureau of the Budget which in recent vears has put into 
the annual Federal Budget message a statement ‘Current Expenses 
for Aids and Special Services” for agriculture, business, labor, veterans, 
and general aids. 

By this limited definition, such Government expenditures in the 
fiscal years 1949 to 1955, inclusive, have totaled $3,773 million for 
agriculture, $5,873 million for business, $1,435 million for labor, 
$32,687 million for veterans, and $9,880 million in general aids, as set 
forth by vears in the following table: 


Aids and special services 


In | ll 

Fiseal vear \ ] | (rer i 

il i ture 4108 
40 1] , 17 19 1, 091 
60 “30 29% 58. 1, 264 
ao SOY 107 4,51 1, 327 
2 163 1,041 200) 4, 71 64 
1953 ‘0 934 215 4,178 1, 506 
1954 (estimated 609 Y18 204 4,0 1, 672 
1955 (est ited 5490 609 21¢ 4,095 1, 656 
Total 7 8 { 32, 687 1, 880 


In the case of agriculture these aids and special services are pre- 
dominantly losses realized on price-support programs, expenses of 
the International Wheat Agreement, payments for removal of surplus 
commodities, and administrative expenses of loan programs and other 
aids to farmers. (Not included are expenditures for aids to farmers 
through loans at favorable interest rates, soil-conservation payments, 
reclamation aids and other developmental aids.) 

In the case of business the aids and special services included in this 
summary are primarily portions of the postal deficit; maritime opera- 
tion subsidies and navigation and other aids to the shipping industry; 
various aids to air navigation; and the net losses accruing on defense 
production aids. (Not included are business benefits by expenditures 
such as those to stimulate housing construction, to provide more 
economical sources of electric power, and to control floods. Numerous 
tax advantages also accrue.) 

In the aids to labor the largest Federal expenditure is for the 
Federal-State program of unemployment insurance and_ publie 
employment offices. The Federal Department of Labor makes grants 
to the States to cover the full cost of administering these services. 

In ‘‘General aids’”’ the largest items are for public-assistance grants 
to States and for the school-lunch program. 





GOVERNMENT SUBSIDY HISTORICAL REVIEW 3 


The following figures for fiscal 1952 illustrate how the Budget Bureau 
breaks down ‘‘Current expenses for aids and special services,” 
generally referred to as subsidies: 


i 

Total S463, VOO, OOO 
CCC losses in price supports 184, 000, 000 
International Wheat Agreement 77. 000. OOO 
Sugar Act_- 60. 000, 000 

Grants and aids, in ch areas the | ts Service and ey 
periment station operations 19, OOO, OOO 
Other Department of Agriculture operations 94, 000, OOO 


million which represents the surplus in the farm labor r Iving fund It shou 
be noted, too, that while S60 million is listed as a subsidv under the Sugar Act, 


From the total of these components the Bureau deducts approximately $2 
Id 


this act in fact puts considerably more into the general f 1 of the Treasury 
than is paid out 
Busine 
Total $1, 041, 000, 000 
Post Office Department deficit in favor of business ma 670, 000, 000 
Navigation aids 137. 000, 000 
Air navigation aid 93, 000, 000 
Ship operation subsidies 50, 000, 000 
Aids to business through the Department of Commerce other 
than water and air navigation aids and ship operating sub- 
sidies 19. 000, 000 
RFC 56. 000. 000 
Corps of Engineers maintenance of rivers and harbors 61, 000, 000 
All other special aids and services 2 O00, 000 


(The total of these figures amounts to $1,088,000,000, but from this the Budget 
office subtracts approximately $47,000,000 of profit made in operation of the 
Panama Canal and through the Defense Production Act, to arrive at the $1,041,- 
000,000 actual subsidies for business in 1952 


Labor 


‘otal... $200. 000. 000 


(Practically all of this amount represents grants to States for operation of the 
employment service and unemployment compensation programs 


The House Appropriations Subcommittee on Agriculture in January 
1954 published figures indicating subsidies amounting to $45,662,- 
835,506 for business compared to farm price-support costs amounting 
to $1,194,839,023, as represented by Commodity Credit Corporation 
losses in the price-support program. The table printed by the sub- 
committee, including also figures on Government emergency invest- 
ments, follows: 
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C's ] ) (CC ) } / ind emeraqer i nt 
| co 
S53. 299, 009 
1, 141, 540, 014 
Tota 1. 194, 839, 023 
1 
! t 
{ 
he 2 102. 067. 121 
SC and RE¢ 2 13, 281, 385 
1 24 348, 506 
( i cluding tax amol 
10. 787. S64. 000 
Sul | te arit e organizatio 1327. 500, OOO 
Ss lies to airline 302, 123. 000 
Total 15. 662. 835. 506 
™ ral inve 
Mili i j 29 OOO, OOO, OOO 
Food a f r (CC entoris 2, 687. 103, 365 
iteriel 5. T00. OOO. OOO 
( 
\ Tps¢ } 
I) 
7A 


Most of the costs in the farm price support operations have occurred 
in the postwar readjustments, during the time that business recon- 
version payments, according to the table published by the Appro- 
priations Subcommittee, amounted to approximately $40,000,000,000. 

‘| he StOrS of (aovernment agric itural price support ope rations 
over the last 20 years, in profits and losses, is set forth in the following 


table 
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. 1 1 , } jet 
Cumulative net results ot p e-supnnort operalior commodities, 


Oct. 19 to N ( 


Commodities on which there were net gains: 


Cotton, upland : 237. 9 
Cottonseed and prod icts 10. 2 
Soybeans 3. 9 
Tobacco 7 oo 
Other (less than $100,000 7 

Total - - 253. 7 

Commodities on which there were net losses: 

Potatoes, Lrish 178. 1 
ges 189. 6 
W heat 104. 2 
Peanuts Q9. 4 
Wool Se Q?. 2 
Corn 87. 6 
Dried milk ins 
Flaxseed and linseed o 67. 5 
Butte 61. 2 
Beans, dry edible 10. 5 
Grain sorghum n 35. 5 
Cheese 27.9 
Hemp and hemp fiber 21. 5 
Sugar beets 16. 5 
Fruit, dried 14. 9 
Seeds 14. 2 
Barley 10. 2 
Oats :  Y 
Grapefruit Ce 1. 7 
Rice 1 5 
Naval stores 1. 4 
All other ss than $1,000,000 eacet 3.8 

Total 148 

Ne loss 1 194.8 


SU 4 BS ( 


At the request of the secretary of Acri ilt ir Hon Kizra Taft 
Benson. the Director of Budeet and Finance of the F ‘ 


Agriculture made a special Stuay of tarm-program costs, nceludaine 
expenditures for other than direct price support oper: ons Mir Ben- 
son informed the House Committee on Agriculture on March 10, 1954 
(long-range farm program hearings—Serial R, pt. 18, pp. 2558 to 2573 
inclusive) that, if all the programs tor sti bilization of prices and farm 
income 1932 to 1953, inclusive, are considered, then the cost to the 


Government is $7.510.400.000 
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Mr. Benson included in the $7,510,400,000 the following items: 


Commodity Credit Corporation: 


Price-support programs Pas ° .. $1, 110, 100, 000 
Supply, foreign purchase, commodity export, and other 
CCC activities (representing profit of this amount) 319, 800, 000 
Administrative and other general costs : : 299, 600, 000 
Total CCC 1, 089, 900, 000 
International Wheat Agreement a 558, 100, 000 
temoval of surplus agricultural commodities : 1, 567, 600, 000 
Sugar Act (profit on this program 296, 100, 000 
Federal Crop Insurance : 157, 800, 000 
Acreage allotment payments under the agricultural conservation 
program __.- ; 2, 354, 800, 000 


Agricultural production programs (principally acreage allot- 
ments and marketing quotas—exclusive of cash payments for 


school-lunch programs) _- ; 17, 000, 000 
Parity payments 1, 016, 600, 000 
tetirement of cotton pool participation trust certificates ‘es 1, 400, 000 
Agricultural Adjustment Act of 1933 and related acts_- te ae 571, 100, 000 
Removal of surplus cattle and dairy products sea 76, 600, 000 


Agricultural Marketing Act revolving fund, and payments to 


stabilization corporations for losses incurred aes 381, 300, 000 
Other functions (profit) : 15, 700, 000 

Nort I'he $1,089,900, 000 ( CCC total pos represents the actual losses in the direct farm price-support 
program, operated by the Con xdity Credit Corporation, through 1953 Che use of the $7,510,400,000 
figure, in any discussion of price-support costs, is often challenged by sponsors of the support program 


The Budget Bureau recognizes that the term “subsidy” has become 
surrounded with connotations which the dictionaries never intended 
but which cause the Bureau to hesitate to make use of the term 
wherever possible. Therefore, there is no officially recognized defini- 
tion of a subsidy as such, and no unchallengeable compilation can be 
made of the costs of subsidies down through the years. 

It can be said, however, that the subsidy is not new, but is as old 
as our Government; and its dispensation has been confined to no seg- 
ment of the economy nor to any group of people in the social structure, 


Pn 





